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CHAPTER 403
UNIFORM COMMERCIAL CODE — NEGOTIABLE INSTRUMENTS

SUBCHAPTERI 403.310 Effect of instrument on obligation for which taken.

GENERAL PROVISIONS AND DEFINITIONS 403.311 Accord and satisfaction by use of instrument.
403.102 Subject matter 403.312 Lost,destroyed or stolen cashigcheck, telles check or certified check.
403.103 Definitions. SUBCHAPTERIV
403.104 Negotiable instrument. LIABILITY OF PARTIES
403.105 Issue of instrument. 403.401 Signature.
403.106 Unconditional promise or order 403.402 Signature by representative.
403.107 Instrument payable in foreign money 403.403 Unauthorized signature.
403.108 Payable on demand or at definite time. 403.404 Impostors; fictitious payees.
403.109 Payable to bearer or to order ) 403.405 Employers responsibility for fraudulent endorsement by employee.
403.110 Identification of person to whom instrument is payable. 403.406 Negligence contributing to fged signature or alteration of instrument.
403.111 Place of payment. 403.407 Alteration.
403.112 Interest. 403.408 Drawee not liable on unaccepted dratft.
403.113 Date of instrument. 403.409 Acceptance of draft; certified check.
403.114 Contradictory terms of instrument. 403.410 Acceptance varying draft.

403.115 Incomplete instrument. 403.411
403.116 Joint and several liability; contribution. :
403.117 Other agreementsfatting instrument.
403.118 Statute of limitations.

403.119 Notice of right to defend action.

Refusal to pay cashiarchecks, tellés checks and certified checks.
403.412 Obligation of issuer of note or cashigcheck.

403.413 Obligation of acceptor

403.414 Obligation of drawer

403.415 Obligation of endorser

SUBCHAPTER Il .
403.416 Transfer warranties.
203.201 NegloEtgt(i)o-lr-wlATlON' TRANSFER AND ENDORSEMENT 403.417 Presentment warranties.
. T . . 403.418 P istake.
403 202 Negotaton sujec o rescssion.
jggggi E;a(jrm;rfseérgglnr}strumem; rights acquired by transfer 403.420 Conversion of instrument.
403.205 Special endorsement; blank endorsement; anomalous endorsement. SUBCHAPTER V
403.206 Restrictive endorsement. DISHONOR
403.207 Reacquisition. 403.501 Presentment.
SUBCHAPTER il 408.502 Dishonor.

ENFORCEMENT OF INSTRUMENTS 403.503 Notice of dishonar .
403.301 Person entitled to enforce instrument. 403.504 Excused presentment and notice of dishonor
403.302 Holder in due course. 403.505 Evidence of dishonor
403.303 Value and consideration. SUBCHAPTER VI
403.304 Overdue instrument. ) DISCHARGE AND FAYMENT
403.305 Defenses and claims in recoupment. 403.601 Dischage and dkct of dischage.
403.306 Claims to an instrument. 403.602 Payment.
403.307 Notice of breach of fiduciary duty 403.603 Tender of payment.
403.308 Proof of signatures and status as holder in due course. 403.604 Dischage by cancellation or renunciation.
403.309 Enforcement of lost, destroyed or stolen instrument. 403.605 Dischage of endorsers and accommodation parties.

SUBCHAPTERI tion, or to one or more persojuntly or in the alternative but not
in succession. An authorization to pay is not an order unless the
GENERAL PROVISIONS AND DEFINITIONS person authorized to pay is also instructed to pay

) ) ) (9) “Ordinary care” in the case of a person engaged in business
403.1_02 Subject matter. (1) This chapter applies to nego meansobservance of reasonable commercial standards, prevail
tiableinstruments. It does not apply to moreypayment orders ing in thearea in which the person is located, with respect to the

governedby ch.410o0r to securities governed by ¢H8 businessn which the person isngaged. In the case of a bank that
(2) If there is a conflict between this chapter andd€4.or takesan instrument for processirigr collection or payment by
409 chs.404 and409 govern. automated means, reasonable commercial standards do not

(3) Regulationsof the boardof governors of the federal require the bank to examine thiastrument if the failure to
reservesystem and operating circulars of the federal reserve baskaminedoes not violate the baiskprescribegyrocedures and the
supersedany inconsistent provision of this chaptethe extent bank’sprocedures do not vary unreasonably from general banking

of the inconsistency usagenot disapproved by this chapter or é04.
History: 1995 a. 449 (h) “Party” means a party to an instrument.
403.103 Definitions. (1) In this chapter: () “Promise” means a written undertaking to pagney

signedby the person undertaking to pa§n acknowledgment of

a) “Acceptor” means a drawee who has accepted a draft. Y ool . !
(@) P P anobligation by the obligor is not a promise unless the obligor also

me(r?t) Drawee” means a person ordereaidraft to make pay undertakeso pay the obligation.
(c) “Drawer” means a person who signs or is identified in a () “Prove” with respect to a fact means to meet the burden of
draftas a person ordering payment establishinga fact, as defined in 401.201 (8)
(d) “Good faith” means honesty in fact and the observance of (K) “Remitter” means a person who purchases an instrument
reasonableommercial standards of fair dealing. from its issuer if the instrument is payable to an identified person

(e) “Maker” means a person who signs or is identified in a no%herthan the purchaser

asa person undertaking to pay ~ (2) Otherdefinitions applying to this chapter and the sections
(f) “Order” meansa written instruction to pay money signedn Wh'Ch“they appear"are:

by the person giving the instructionThe instruction may be  (ae) “Acceptance” — £103.409 (1)

addressedb any person, including the person giving the instruc (am) “Accommodated party” — 403.419 (1)
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(as) “Accommodation party” — €03.419 (1) 2. An authorization or power to the holder to confess4udg

(b) “Alteration” — s.403.407 (1) mentor realize on or dispose of collateral.

(c) “Anomalous endorsement” —403.205 (4) 3. A waiver of the benefit of any law intended for the advan

(d) “Blank endorsement” — €03.205 (2) tageor protection of an obligor

(e) “Cashiers check” — s403.104 (7) (2) “Instrument” means a negotiable instrument.

(fg) “Certificate of deposit” — s403.104 (10) (3) An order that meets all of the requirements of .

(fr) “Certified check” — s403.409 (4) exceptsub. (1) (a) and otherwisdalls within the definition of
e ’ checkin sub.(6) is a negotiable instrument and a check.

(g) “Check” — s.403.104 (6) ’ _ _
(h) “Consideration” — $403.303 (2) (4) A promise or order other than a check is not an instrument

o N if, at the time that it is issued or first comes into possession of a
(i) “Draft’ —s. 403.104 (5) holder it contains a conspicuous statement, however expressed,

(i9) “Endorsement” — s403.204 (1) to the efect that the promise or order is not negotiable or ignot
() “Endorser” — s403.204 (2) instrumentgoverned by this chapter

(k) “Holder in due course” — €03.302 (1) (5) Aninstrument is a note if is a promise and is a draft if it
(L) “Incomplete instrument” — 103.115 (1) is an order If an instrumenfalls within the definition of both note
(m) “Instrument” — s403.104 (2) anddraft, a person entitled to enforttee instrument may treat it
(ng) “Issue” — s403.105 (1) aseither

(nr) “Issuer’” — s403.105 (3) (6) “Check” means a draft, other than a documentisft,

payableon demand and drawn on a bank or means a cashier
checkor tellers check. An instrument may be a cheslen
thoughit is described on its face lanother term, such as money

(og) “Negotiable instrument” — €03.104 (1)
(or) “Negotiation” — s403.201 (1)

(p) “Note” — s.403.104 (5) order.

(qd) “Payable at a definite time” —403.108 (2) (7) “Cashier'scheck” means a draft with respect to which

(gh) “Payable on demand” —403.108 (1) drawerand draweare the same bank or branches of the same
(qp) “Payable to bearer” — 403.109 (1) bank.

(gt) “Payable to order” — €103.109 (2) (8) “Teller’s check” means a draft drawn byank on another

() “Payment” — s403.602 (1) bank,or payable at or through a bank.

(s) “Person entitled to enforce” —403.301 (9) “Traveler'scheck” means an instrument ti@payable on

(t) “Presentment” — £103.501 (1) demandthat is drawn on or payable at or through a bank, that is
(U) “Reacquisition” — s403.207 designatechy the term “travelés check” or by asubstantially

similar term, and that requires, as a condition to payment, a coun

(v) “Special endorsement” — 803.205 (1) tersignatureby a person whose specimen signaspgears on the

(w) “Teller’'s check” — s403.104 (8) instrument.
(xg) “Transfer of instrument” — $103.203 (1) (10) “Certificate of deposit” means an instrument containing
(xr) “Travelers check” — s403.104 (9) an acknowledgment by a bartkat a sum of money has been
(y) “Value” — s.403.303 (1) receivedby the bank and a promise by the bank to repay the sum
(3) The following definitions in other chapters applyttis 0of money A certificate of deposit is a note of the bank.

chapter: History: 1995 a. 449

(a) “Bank’ — 5.404.105 (1)

(b) “Banking day’ — s404.104 (1) (c) 403.105 Issue of instrument. (1) “Issue” means the first

delivery of an instrument by the maker or draweether to a

(c) “Clearinghouse” — $104.104 (1) (d) holderor nonholderfor the purpose of giving rights on the instru

(d) “Collecting bank” — s404.105 (2) mentto any person.

(e) “Depositary bank” — 104.105 (3) (2) An unissued instrument, or an unissued incomplete instru

() “Documentary draft” — s404.104 (1) (f) mentthat is completed, is binding on the maker or dralginon

(9) “Intermediary bank” — 404.105 (4) issuances a defense. An instrument that is conditionally issued

(h) “Item” — 5.404.104 (1) (i) oris issued for a special purpose is binding omtaker or drawer

() “Payer bank® — s404.105 (5) BU]E failure of the condition or special purpdsebe fulfilled is a
efense.

() “Suspends payments” —404.104 (1) (L) « y . . ) .
" . R, . 3) “Issuer” applies to issued and unissued instruments and
(4) In addition, ch401 contains general definitions and prin me(ar)15a maker orr)%rawer of an instrument.

ciples of construction andnterpretation applicable throughout gy 1995 a. 449
this chapter

History: 1995 a. 449 403.106 Unconditional promise or order. (1) (a) Except

as otherwise provided in this section, for tparposes of s.
| 403.104(1), a promise or order is unconditional unless it states
any of the following:

403.104 Negotiable instrument. (1) Except as provideith
subs(3) and(4), “negotiable instrumenttheans an unconditiona
promiseor order to pay a fixed amouof money with or without

interestor otherchages described in the promise or ordeall 1. An express condition to payment.

of the following apply: 2. That the promise or order is subject to or governed by
(a) Itis payable to bearer or to order at the time that it is issu@dothernwriting.

or first comes into possession of a holder 3. That rights or obligations with respect to the pronaise
(b) Itis payable on demand or at a definite time. orderare stated in another writing.

(c) It does not state any other undertaking or instruction by the(b) A reference to another writing does not of itself make the
person promising or ordering payment to do any act in additionpmmiseor order conditional.

the payment of moneyut the promise or order may contain any (2) A promise or ordeis not made conditional by a reference

of the following: to another writing for a statement of rights with respecioitat
1. An undertaking or power to give, maintain or protect collaeral, prepayment or acceleration or because payment is limited to
eralto secure payment. resortto a particular fund or source.
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(3) If a promise or order requires, as a condition to paymed3.110 Identification of person to whom instrument
acountersignature by a person whose specimen sigragdpears is payable. (1) The person to whom an instrument is initially
on the promise or ordethe condition does not make the promispayableis determined by the intent tife person, whether or not
or order conditionafor the purposes of 403.104 (1) If the per authorizedsigning as, or in the name or behalf of, the issuer of the
sonwhose specimen signature appearsan instrument fails to instrument. The instrument is payable to the person interiyed
countersigrthe instrument, the failure to countersign is a defentfee signer even if that person is identifigdthe instrument by a
to the obligation of the issugbut thefailure does not prevent a nameor other identification that is not that of the intended person.
transfereeof the instrument from becomiragholder of the instru  If more than one person signs in the name or behalf of the issuer
ment. of an instrument and all of the signers do not intend the same per

(4) If a promise or order at thime that it is issued or first SON as payee, the instrument is payable to any person intended by
comesinto possession of a holder contains a statement, requif§or more of the signers.
by applicable statutory or administrative |dwthe eflect that the (2) If the signature of the issuer @ instrument is made by
rights of a holder or transferee asabject to claims or defensesautomated means, suak a checkwriting machine, the payee of
thatthe issuer could assert against the original payee, the prontissinstrument is determined by the intent of the person who sup
or order is not thereby made conditional for theposes of s. plied the name or identification of the payee, whether or not autho
403.104(1); but if the promis@r order is an instrument, there eanrizedto do so.
not be a holder in due course of the instrument. (3) A person to whom an instrument is payable may be identi

History: 1995 a. 449 fied in any way including byname, identifying numbegoffice or

. ) accountnumber For thepurpose of determining the holder of an

403.107 Instrument payable in foreign money. Unless jnstrumentthe following rules apply:
the instrument otherwise provides, an instrument that StR®S ) |t o instrument is payable to aacountand the account
amountpayable in foreign money may be paid in the foreig jengified only by numbethe instrumenis payable to the per
moneyor in an equivalent amount in dollars calculated by usi nto whom the account is payabli.an instrument is payable
the current bank—déred spot rate at t_he p'aC?‘ of payment for_tl*t% an account identified by number and by the nafreeperson,
purchaseof dollars on the day on which the instrument is paid e jnstrument is payable to the named person, whether dnatot

History: 1995a. 449 personis the owner of the account identified by number

403.108 Payable on demand or at definite time. (1) A (b) If an instrument is payable to: _
promiseor order is payable on demand if amfythe following 1. Atrust, an estate or a person described as trustee or repre
applies: sentativeof a trust or estate, the instrument is payable to the
(a) It states that it is payable on demandit sight, or otherwise trustee,thge representative or a successoeither whether or not
indicatesthat it is payable at the will of the holder the beneficiary or estate is also named. _
(b) It does not state any time of payment. 2. A person described as agent or similar representative of a

namedor identified person, the instrument is payable to the +epre

(2) A promise or order is payable at a definite timieisf pay sentedperson, the representative or a successor of the representa

ableon elapse of a definite period of time after sigra@zeptance fi
or at a fixed date or dates or at a time or times readily ascertainafg

atthe time that the promise or order is issued, subject to any of the3- A fund or oganization that is not a legal enfitie instru
following rights: ment is payable to a representative of the members of the fund or

organization.

a) Prepayment. . . . i
Eb; Acc?algration 4. An office or to a person described as holding dic®fthe

. : . instrumentis payable tadhe named person, the incumbent of the
(c) Extension at the option of the holder office or a successor to the incumbent.

(d) Extension to a further definite time at the option of the (4) |f an instrument is payable to 2 or more persons atterna
makeror acceptoor automatically upon or after a specified act Qively, it is payableto any of them and may be negotiated: dis
event. chargedor enforced by any or all of them possession of the

(3) If an instrument, payable at a fixed dasealso payable instrument. If an instrument is payable to 2 more persons not
upondemand made before the fixed date, the instrument is paijternatively,it is payable to all of them and may be negotiated,
able on demand until the fixethteand, if demand for payment dischargedr enforced only by all of them. If an instrumentpay
is not made before that date, becomes payable at a definite tahketo 2 or morepersons is ambiguous as to whether it is payable
onthe fixed date. to the persons alternativelthe instrument is payable to ther

History: 1995 a. 449 sons alternatively
History: 1995 a. 449
403.109 Payable to bearer or to order. (1) A promiseor
orderis payable to bearer if any of the following applies: 403.111 Place of payment. Except as otherwise provided

(a) It states that it is payable bearer or to the order of bearefor items in ch404, an instrument is payable at the place ofpay
or otherwise indicates that the person in possession of the promfiigdtstated in the instrument. b place of payment is stated, an
or order is entitled to payment. instrumentis payable at the address of the drawee or maker stated
(b) It does not state a payee in the instrument. If no address is stated, the place of payment is
. ' the placeof business of the drawee or makia drawee or maker
_(c) Itstates that i payable to or to the order of cash or othefa5more than one place of business, the place of payment is any
wise indicates _that it is not pay_able to an identified person. laceof business of the drawee or maker chosen by the person
(2) A promise or order that is not payable to bearer is payaigtitiedto enforce the instrument. If the drawee or maker has no

to order if it is payable to the order of an identified person or to gmace of business, the plaggf payment is the residence of the
identified person or orderA promise or order that is payable toajraweeor maker

orderis payable to the identified person. History: 1995 a. 449
(3) An instrument payable to bearer may become payable to
anidentified person if it is specially endorsed undd08.205 (1) 403.112 Interest. (1) Unless otherwise provided ithe
An instrument payable to adentified person may become pay instrumentan instrument is not payable with interest, and interest
able to bearer if it is endorsed in blank undet08.205 (2) on an interest-bearing instrumestpayable from the date of the
History: 1995 a. 449 instrument.
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(2) Interest may be stated in an instrument as a fixed or vaah obligation is modified, supplemented or nullified by an agree
ableamount of money or it may be expressed as a fixed or varialsientunder this section, the agreement is a defense to the-obliga
rate or rates. The amount or rate of interest may be statedtion.
describedn the instrument in any manner and may requirefefer History: 1995 a. 449
ence tanformationnot contained in the instrument. If an instru o . .
mentprovides for interest, but the amount of interest payable c4p3-118 Statute of limitations. (1) Except as provided in
not be ascertained from the description, interest is payable at 348-(5), @n action to enforce the obligation of a party to pay a note

judgment rate in éct at the place of payment of the instrumerfj@yable at a definite time shall be commenced wiihyears after
and at the time that interest first accrues. the due date or dates stated in the noféf @ due date is acceler

History: 1995 a. 449 ated,within 6 years after the accelerated due date.
] ] (2) Exceptas provided in sul§4) or (5), if demand for pay
403.113 Date of instrument. (1) An instrument may be mentis made to the maker of a nqizyable on demand, an action
antedateddr postdated. The date stated determines the timetgfenforce the obligation of a party to péae note shall be com
paymentf the instrument is payable at a fixed period after datmencedwithin 6 years after the demand. If no demancbfog
Exceptas provided in s404.401 (3) an instrument payable onmentis made to the makean action to enforce the note is barred
demands not payable before the date of the instrument. if neither principal nor interest on the note has beenfpaitcon
(2) If aninstrument is undated, its date is the date of its issireiousperiod of 10 years.

or, in the case of an unissudtrument, the date that it first comes (3) Exceptas provided in SUKA), an action to enforcthe
into possession of a holder obligationof a party to an unaccepted draft to pay the draft shall

History: 1995 a. 449 be commenced within 3 yeaester dishonor of the draft or 10

403.114 Contradictory terms of instrument. If an instru yearsafter the date of the draft, whichever period expires first.

mentcontains contradictory terms, typewritten terms prevail over, (4) An action to enforce the obligation thfe acceptor of a cer

printed terms, handwritteterms prevail over both and words-prelified check or the issuer of a teflercheck, cashi&s check or
vail over numbers. traveler’'scheck shall be commenced within 3 years after demand

History: 1995 a. 449 for payment is made to the acceptor or issaethe case may be.
) ; . (5) An action to enforce the obligation of a party to a certifi
403.115 Incomplete instrument. (1) “Incomplete instré  cateof deposit to pay the instrument shall be commenced within
ment” means a signed writing, whether or not issmyethe signer 6 years after demand for payment is made to the miaieif the
the contents of which show at the time of signing that it is inConhstrumentstates a due date and the maker is not required to pay
pletebut that the signer intended it to be completed by the additiggforethat date, the 6-year period begins when a demand for pay
of words or numbers. _ ~ mentis in efect and the due date has passed.
(2) Subjectto sub(3), if an incomplete instrument is aninstru  (g) An action to enforce the obligation of a party to pay an
mentunder s403.104 it may be enforced according to its termgcceptediraft, other than aertified check, shall be commenced
if it is not completed, or according to its terassaugmented by ithin 6 years after the due date or dates stated in the draft or
completion. If an incomplete instrument is not an instrumendcceptanci the obligation of the acceptor is payable at a definite
unders. 403.104 but, after completion, the requirements of $ime or shall be commenced within 6 years after the date of the
403.104are met, the instrument may be enforced accordiitg toacceptanc the obligation of the acceptor is payable on demand.
termsas augmented by completion. , , (7) Unless governed by othiw regarding claims for indem
_(3) If words omumbers are added to an incomplete instrumefty or contribution, an action for conversion of an instrument, for
withoutauthority of the signethere is an alteration of the incom moneyhad and received, or like action based on conversion, an
pleteinstrument under €.03.407 actionfor breach of warrantgr an action to enforce an obligation,
(4) The burden of establishing that words or numbers wetity or right arising under this chapter and not governed by this
addedto an incomplete instrument without authority of the signgectionshall be commenced within 3 years after the cause of
is on the person asserting the lack of authority actionaccrues.
History: 1995 a. 449 History: 1995 a. 449

403.116 Joint and several liability; contribution. 403.119 Notice of right to defend action. In an action for
(1) Exceptas otherwise provided in the instrument, 2 or moiisreachof an obligation forhich a 3rd person is answerable over
personsvho have the same liability on an instrumenirakers, underthis chapter och.404, the defendant may give the 3rd-per
drawers,acceptors, endorsers who endorsgoa® payees or sonwritten notice of the litigation, and the person notified may
anomalousndorsers are jointly and severally liable in¢apae  then give similar notice to any other person whaiswerable
ity in which they sign. over. If the notice states that the person notified may come in and

(2) Exceptas provided in 103.419 (5)pr by agreement of the defendand that failure to do so will bind the person notified in an
affected parties, a party having joint and several liability pays actionlater brought byhe person giving the notice as to any deter
the instrument is entitled to receive from any party having thainationof fact common to the 2 litigationthe person notified
samejoint and several liability contribution in accordance withs so bound unless after seasonable receipt ofdtiee the person
applicablelaw. notified does come in and defend.

(3) Dischargeof one party having joint and several liability ~ History: 1995 a. 449
a persorentitledto enforce the instrument does ndeef the right

under sub(2) of a party havinghesame joint and several liability SUBCHAPTERII
to r_eceive contribution from the party disched.
History: 1995 a. 449 NEGOTIATION, TRANSFER AND ENDORSEMENT

403.117 Other agreements affecting instrument. Sub o o

jectto applicable law regarding exclusion of proof of contempord03.201  Negotiation. (1) “Negotiation” means a transfer of
neousor previous agreements, the obligatioha party to an Possessionwhether voluntary or involuntargf an instrumentby
instrumentto pay the instrument may be modified, supplementé@dperson other than the issuer to a person who thereby becomes its
or nullified by a separate agreement of the obligor and a pergagider.

entitledto enforce the instrument, if tirestrument is issued or the  (2) Exceptfor negotiationby a remitterif an instrument is
obligation is incurred in reliance on the agreement or as part of fa/ableto an identified person, negotiatioequires transfer of
sametransaction giving rise to the agreement. tfle extent that possessiomf the instrument and its endorsement by the holder
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If an instrument is payable to beaiemay benegotiated by trans of that person. The principles stated id@3.110apply to special
fer of possession alone. endorsements.

History: 1995 a. 449 (2) If an endorsement is made by the holder of an instrument
o ; . . dit is not a special endorsement, it is a blandorsement. If
403.202 Negotiation subject to rescission. (1) Negoti- an . : '
ationis efective even if obtained in any of the following ways: endorsed in blank, an instrument becomes payable to bearer and

(a) From an infant, aorporation exceeding its powers or &permaly be negotiated by transfer of possessitame until specially

sonwithout capacity endorsed. |
(b) By fraud, duress or mistake (3) Theholder may convert a blardndorsement that consists

. . only of a signaturénto a special endorsement by writing, above
(c) Inbreach of duty or as part of an illegal transaction.  the signature ofthe endorsenwords identifying the person to
(2) To the extent permitted by other lamegotiation may be whomthe instrument is made payable.

rescindecbr may be subject to other remedies, but those remedieg) “Anomalousendorsement” means an endorsenmeatle

may not be asserted against a subsequent holder in due cour§g,@f person who is not the holder of the instrument. An anomalous

a person payingheinstrument in good faith and without knowl endorsemendoes not déct the manner in which the instrument
edgeof facts that are a basis for rescission or other remedy gy pe negotiated.

History: 1995 a. 449 History: 1995 a. 449

403.203 Transfer of instrument; rights acquired by 403.206 Restrictive endorsement.
transfer. (1) An instrument is transferred when it is delivere
by a person _othedr tlhan Itfhlsspehrtftor th? purp;gsg oftglvmgtto fthertransfer or negotiation of the instrumennét efective to
personrecelvflngf elivery the g t? et:‘ orce the ;]ns rum?n - preventfurther transfer or negotiation of the instrument.

(2) Transferof an instrument, whether or not the transfer is a (2) An endorsement stating a condition to the right of the

negotiation,vests in the transferee any right of the transferor {g 4 -\« receive payment does notfedt the right of the
enforceghtetrl]nsttrum?nt, |nclud|ngz any right ﬁts afhorl]d%@'nn. dUhdorsedo enforce the instrument. A person paying the instru
coursebut the transteree may not acquire rgnts of a NOCENEN o taking it for value or collection malisregard the condi

courseby a transferdirectly or indirectly from a holder in due y,, 214 the rightaind liabilities of that person are ndeated by
courseif the transferee engaged in fraud or illegalifeting the whétherthe condition has been fulfilled.

instrument. 3) If inst tb d td ibed |

(3) Unlessotherwise agreed, if an instrument is transferred f%ro( %Ol(g)n A?Z:\ugnn%%rsgrﬁ[asmaglaennk gﬁgrgenartigjg'r t?an:(n S.
valueand the transferee does not become a holder because Ofﬁ? 4 the V\,IOI’dS"fOI' deposit” “for collection” c?r other words
of endorsement by the transferthre transferee has a specificall 9 p ! '
enforceablaight to the unqualified endorsement of the transfer

(1) An endorsement
miting payment to a particular person or otherwisehibiting

él!ndicatinga purpose of having the instrument collected by a bank
but negotiation of the instrument does not oagutil the endorse or the endorser or for a particular account, the following rules

- apply:
mentis made.
. _(a) A person, other than a bank, who purchases the instrument
. (4) If a transf_er_or purports to transfer less than the entWh(erzso gndorsed converts the instrumegturﬂms\mount paid
instrument,negotiation ofthe instrument does not occuirhe for the instrument is received by the endorser or appbesis
transfereeobtains no rights under this chapter and has thrdy tently with the endorsement y pe
rights of a partial assignee. by Ad . K h. h he i K
History: 1995 a. 449 (b epositary bank that purchases the instrument or takes
it for collection when so endorsed converts the instrumneless
403.204 Endorsement. (1) “Endorsementmeans a sigra the amount paid by the bank with respect to the instrument is
ture, other than that of a signer as makawer or acceptpthat receivedby the endorser or applied consistently withehedorse
aloneor accompanied by other words is made on an instrument fieent.
the purpose of negotiatinthe instrument, restricting payment of (c) A payer bank that ialso the depositary bank or that takes
theinstrument or incurring the endor&efiability on the instra  the instrument for immediate paymeaover the counter from a
ment,but regardless of the intent of the sigresignature and its personother than a collecting bank converts the instruratess
accompanyingvords is an endorsement unless the accompanyiié proceeds of the instrument are received by the endorser or
words, terms of the instrument, place of the signature or other Gippliedconsistently with the endorsement.
cumstancesinambiguously indicate that the signature was made d) Except as otherwise providéupar (c), a payer bank or

for a purpose other than endorsement. For the purpose of deigt mediarybank may disregard the endorsement and is not
mining whether a signaturs made on an instrument, a papefigpe if the proceeds of the instrumeatte not received by the
affixed to the instrument is a part of the instrument. endorseror applied consistently with the endorsement.

(2) “Endorser” means a person who makes an endorsement.(4) Exceptfor an endorsement coverdy sub.(3), if an

(3) Forthe purpose of determining whether the transferee jktrumentbears an endorsement using words to thecethat
aninstrument is dolder an endorsement that transfers a securipaymentis to be made to the endorsee as agent, trustee or other

interestin the instrument is &dctive as an unqualified endorse figyciary for the benefit of the endorser or another persorfothe
mentof the instrument. lowing rules apply:

_(4) If an instrument is payabte a holder under a name that (53) Unless there is notice of breach of fiduciary duty as pro
is not the namef the holderendorsement may be made by thgigedin s.403.307 a person who purchases the instrurfie
holderin the name stated in the instrument or in the hslt@me  {he endorseer takes the instrument from the endorsee for collec
or both, but signature in both names may be required by a perggR or payment may pay the proceeds of payment or the value

payingor taking the instrument for value or collection. givenfor the instrument to the endorsee without regard to whether
History: 1995 a. 449 the endorsee violates a fiduciary duty to the endorser
403.205 Special endorsement; blank endorsement; (b) A subsequent transferee of the instrument or person who

anomalous endorsement. (1) If an endorsement is made bypaysthe instrument is neither given notice nor otherwitectdd

the holder of arinstrument, whether payable to an identified pePy the restriction in the endorsement unless the transferee or payer
sonor payable to beareand the endorsemeidentifies a person knowsthat the fiduciary dealt with the instrument or its proceeds
to whom it makes the instrument payable, it is a special endoriebreach of fiduciary duty

ment. If specially endorsed, an instrument becomes payable to thg5) The presence on an instrument of an endorsement to which
identified person and may heegotiated only by the endorsementhis section applies does not prevarturchaser of the instrument
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from becoming a holder idue course of the instrument unless the (c) As the successor in interest to an estate or othaniza-
purchaseis a converter under su3) or has notice or knowledge tion.

of breach of fiduciary duty as stated in s¢). (4) If under s403.303 (1) (ajhe promise of performance that
(6) In an action to enforce the obligation of a party to pay the the consideratiofior an instrument has been partially per
instrumentthe obligor has a defense if paymemtuld violate an - formed,the holder may assert rights akadder in due course of
endorsemento which this section applies and the paymenbis - theinstrument only to thékaction of the amount payable under the
permittedby this section. instrumentequal to the value of theartial performance divided
History: 1995 a. 449 by the value of the promised performance.

403.207 Reacquisition. Reacquisition of an instrument (5) If theperson entitled to enforce an instrument has only a

occursif it is transferred to a former holdeny negotiation or Securityinterest in the instrument and the persofiged to pay
otherwise. A former holder who reacquires the instrument ma§€instrument has a defense, claim in recoupmeolaam to the
cancelendorsements made after the reacquirst became a Mstrumentthat may be assertedjainst the person who granted
holderof the instrument. If the cancellation causes the instrumdh€ security interesthe person entitled to enforce the instrument
to be payable to the reacquirer or to beattee reacquirer may Mayassert rights as a holder in due course only to an amount pay
negotiatethe instrument. An endorser whose endorsement.is caRleunder the instrument which, at the time of enforcement of the
celed is dischged, and the dischge is efective against any sub instrumentdoes not exceed the amount of the unpaid obligation
sequentolder secured.

History: 1995 a. 449 (6) To be efective, notice shall be received at a time and in a

mannerthat gives a reasonable opportunity to act on it.

(7) Thissection is subject to any law limiting status as a holder
in due course in particular classes of transactions.
History: 1995 a. 449
ENFORCEMENT OF INSTRUMENTS A creditor bank was not a holder in due coursi® @ascontractds checks because
the bank, having canceled the checks received from the contractpresumably

. . “ havingreturned them to the contractor on whose accthayt were drawn, was not
403.301 Person entitled to enforce instrument. “Person ‘in possession,” a requirement of a “holder” under s. 401.201 (20). Schneider Fuel

entitledto enforce” an instrument means the holder ofriegu V. West Allis State Bank0 Wis. 2d 1041236 N.W2d 266(1975).

ment, a nonholder in possession of the instrument who has the

rights of a holderor a person not in possession of the instrumef03.303 Value and consideration. (1) An instrument is

who is entitled to enforce the instrument unde#®3.3090r issuedor transferred for value if any of the following applies:

403.418(4). A person may be a person entitled to enforce the (a) The instrument is issued or transferred for a promigerof

instrumenteven thouglthe person is not the owner of the instruformance to the extent that the promise has been performed.

SUBCHAPTERIII

mentor is in wrongful possession of the instrument. (b) The transferee acquires a security interest or other lien in

History: 1995 . 449 the instrument other than a lien obtained by judicial proceeding.
403.302 Holder in due course. (1) Subject to sub(3) and (c) The instrument is issued or transferred as payment of, or as
s.403.106 (4) “holder indue course” means the holder of aecurityfor, an antecedent claim against any person, whether or
instrumentf all of the following apply: notthe claim is due.

(a) The instrument when issued or negotiated to the holder(d) The instrument is issued or transferred in exchange for a
doesnot bear such apparent evidence ofiéoy or alteration or is negotiableinstrument.
not otherwise so irregular or incompletetagall into questionits  (e) The instrument is issued or transferiedexchange for

authenticity. incurring an irrevocable obligation to a 3rd party by the person
(b) The holder took the instrument: taking the instrument.
1. For value; (2) “Consideration” means any consideration fcient to
2. In good faith; supporta simple contractThe drawer or maker of an instrument

3. Without notice that the instrument is overdue or has beBasa defense if the instrument is issued without consideration. If
dishonoredbr that there is an uncured default with respepegp ~ @ninstrument is issued for a promise of performance, the issuer
mentof another instrument issued as part of the same series;hasa defense to the extent that performaicthe promise is due

4. Without notice that the instrument contains an unauthgndthe promise has not been performed. If an instrument is issued
rized signature or has been altered: or value as stated in sud), the instrument is also issued for €on

i i i ; ideration.
5. Without notice of any claim to the instrument described P9S" &
s.403.306 and History: 1995 a. 449

6. Without notice that any party has a defense or claim 3304 Overdue instrument. (1) An instrument payable
recoupmentiescribed in $403.305 (1) on demand becomes overdue at the earliest of the following times:

(2) Notice of dischage of a partyother thardischage in an ; ;
insolvency proceeding, is not notice of a defense underE)ib. duslzngget_he day after the day on which demand for payment is

but dischage is efective against a person who became a holder . . .
in due course withotice of the dischge. Public filing or record (b) If the instrument is a check, 90 days after its date.
ing of a document does not of itself constitute noticeddfanse,  (c) If the instrument is not a check, when the instrument has
claimin recoupment or claim to the instrument. beenoutstanding for a period of time after its date whialnisea

(3) Exceptto the extent that a transferor or predecessor $@nablylong under the circumstances of the particular case in
interesthas rights as a holder in due course, a person does ligtt of the nature of the instrument and usage of the trade.
acquirerights of a holder in due course of an instrument taken in (2) With respecto an instrument payable at a definite time the
any of the following ways: following rules apply:

(a) By legal process or by purchase in an execution,-bank (a) If the principalis payable in instalments and a due date has
ruptcy or creditofs sale or similar proceeding. not been acceleratedhe instrument becomes overdue upon

(b) By purchase as part of a bulk transaction not in ordinasigfaultunder the instrument for nonpayment of an instalment, and
courseof business of the transferor theinstrument remains overdue until the default is cured.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/1999/403.206(3)
https://docs.legis.wisconsin.gov/document/statutes/1999/403.206(4)
https://docs.legis.wisconsin.gov/document/acts/1995/449
https://docs.legis.wisconsin.gov/document/acts/1995/449
https://docs.legis.wisconsin.gov/document/statutes/1999/403.309
https://docs.legis.wisconsin.gov/document/statutes/1999/403.418(4)
https://docs.legis.wisconsin.gov/document/acts/1995/449
https://docs.legis.wisconsin.gov/document/statutes/1999/403.302(3)
https://docs.legis.wisconsin.gov/document/statutes/1999/403.106(4)
https://docs.legis.wisconsin.gov/document/statutes/1999/403.306
https://docs.legis.wisconsin.gov/document/statutes/1999/403.305(1)
https://docs.legis.wisconsin.gov/document/statutes/1999/403.302(1)
https://docs.legis.wisconsin.gov/document/statutes/1999/403.303(1)(a)
https://docs.legis.wisconsin.gov/document/acts/1995/449
https://docs.legis.wisconsin.gov/document/courts/70%20Wis.%202d%201041
https://docs.legis.wisconsin.gov/document/courts/236%20N.W.2d%20266
https://docs.legis.wisconsin.gov/document/statutes/1999/403.303(1)
https://docs.legis.wisconsin.gov/document/acts/1995/449

7 Updated 99-00Wis. Stats. Database UCC — NEGOTIABLE INSTRUMENTS 403.309

(b) If the principal is not payable in instalments and the due (a) “Fiduciary” means an agent, trustee, partiwerporate
datehas not been accelerated, the instrument becomes overduefficer or director or other representative owing a fiduciary duty
the day after the due date. with respect to an instrument.

(c) If a due date with respect to principas been accelerated, (b) “Represented person” means the principal, beneficiary
the instrument becomes overdue thie day after the acceleratedpartnershipgcorporation or other person to whom the duty stated
due date. in par (a) is owed.

(3) Unlessthe due date girincipal has been accelerated, an (2) If an instrument is taken fromfiduciary for payment or
instrumentdoes not become overdue if there is defauyfeipment  collectionor for value, the taker has knowledge of the fiduciary
of interest but no default in payment of principal. statusof the fiduciary and the represented person makes a claim

History: 1995 a. 449 to the instrument or its proceeds on the basis thatansaction
of the fiduciary isa breach of fiduciary dufythe following rules
403.305 Defenses and claims in recoupment. apply:
(1) Exceptas stated in sul2), the right to enforce the obligation 3y Notice of breach of fiduciary duty by the fiduciary is notice
of a party to pay an instrument is subject to the following: of the claim of the represented person.

(@) A defense of the obligor based on any of the following: () | the case ain instrument payable to the represented per
1. Infancy of the obligor to the extent thatsita defense to a sonor the fiduciary as such, thaker has notice of the breach of
simplecontract. fiduciary duty if theinstrument is taken in payment of or as secu
2. Duress, lack of legal capacity or illegality of thensaction rity for a debt known by the taker to be the personal debt of the
which, under other laynullifies the obligation of the obligor  fiduciary or is taken in a transaction known by the taker to be for

3. Fraudthat induced the obligor to sign the instrument witthe personal benefit of the fiduciary
neitherknowledge nor reasonable opportunity to learn aftits (c) If an instrument is issued by the represeipeon or the
acteror its essential terms. fiduciary as such, and magmayable to the fiduciary personally

4. Dischage of the obligor in insolvency proceedings. the taker does not have notice of the breach of fiduciary duty

(b) A defense of the obligor stated in another section of tHi§lessthe taker knows of the breach of fiduciary duty
chapteror a defense of the obligor that would be availabteéf  (d) If an instrument is issued by the represented person or the
personentitled to enforce the instrumemere enforcing a right to fiduciary as such to the taker as payee, the taker has notice of the
paymentunder a simple contract. breachof fiduciary duty ifthe instrument is taken in payment of

(c) A claim in recoupment of the obligor agaittst original ©f & Security for a delinown by the taker to be the personal debt
payeeof the instrument if the claim arose from the transaction tHgthe fiduciary or is taken in a transaction known by the taker to
gaverise to the instrument; but the claim of the obligor may B¢ for the personal benefit of the fiduciary
assertechgainst a transferee of the instrument only to reduce th&/iStry: 1995 a. 449
amountowing on the instrument at the time that the action
brought.

(2) Theright of a holder in due course to enforce the obligati
of a party to pay the instrument is subjeaiédensesf the obligor
statedin sub.(1) (a) but is not subject to defenses of the oblig
statedin sub (1) (b) or claims in recoupment stated in s(b.(C) ot establishing validity i®n the person claiming validitput the
againsta person other than the holder . signatureis presumedo be authentic and authorized unless the

(3) Exceptas statedn sub.(4), in an action to enforce the actionis to enforce the liability of the purported signer and the
obligationof a party topay the instrument, the obligor may nokigneris dead or incompetent at the time of trial of the issue of
assertagainst the person entitled to enforce the instrumentalidity of the signature. If an action to enforce the instrument is
defensea claim in recoupment or a claim to the instrument undgfoughtagainst a person as the undisclosed principal of a person
s.403.3060f another person, but the other persaiaim to the \who signed the instrument as a party to the instrumenpleift
instrumentmay be asserted by the obligor if the other persontgsthe burden of establishing that the defendant is liable on the
joined in theactionand personally asserts the claim against thstrumentas a represented person undei08.402 (1)
personentitled to enforce the instrument. An obligornist (2) If thevalidity of signatures is admitted or proved and there
obligedto pay the instrument the person seeking enforcementq oo pjiance with sul{1), a plaintif producing the instrument
of the instrument does not .have rlghts. of a holder in due course titled to payment if th’e plairfiproves entitiement to enforce
the obligor proves that the instrument is a lost or stolen instrumeifa instrument under $103.301 unless thalefendant proves a

(4) Inan action to enforce the obligation of an accommodatigfefenseor claim in recoupment. If a defensectaim in recoup
partyto pay an instrument, the accom.mOdatlon party may ass@@ntis proved, the right tpayment of the plainfifis subject to
againstthe person entitled to enforce tinstrument any defense the defense or claim, except to taetent the plaintffproves that

or claim in recoupment under sufl) that theaccommodated the plaintiff has rights of a holder in due course which are net sub
party could assert against the person entitleehtiorce the instru jectto the defense or claim.

ment,except the defenses of disajin insolvency proceedings,” History: 1995 a. 449
infancy and lack of legal capacity
History: 1995 a. 449 403.309 Enforcement of lost, destroyed or stolen
) ) ) instrument. (1) A person not irpossession of an instrument is
403.306 Claims to an instrument. A person taking an entitledto enforce the instrument if all of the following apply:
'Cn()sjizgqignstbc;}jg%;éh;?aﬁﬁrosfo; phrg\p;g]rgt]yr:)%hp}gszfegsgcr);dr?grr:tnir?'tle (a) The person was in possessadithe instrument and entitled
instrumentor its proceeds, including a claim to rescind a negofi enforce it when loss of ppssessnon occurred.
ationand to recover the instrument or its proceeds. A persen hayv (D) The loss of possession was not the result of a tragfer
ing rights of a holder in due course takes foéthe claim to the theperson or a lawful seizure.
instrument. (c) The person cannot reasonably obtagssession of the
History: 1995 a. 449 instrumentbecause the instrument was destroyed, its whereabouts
cannotbe determined or it is in the wrongful possession of an
403.307 Notice of breach of fiduciary duty. (1) In this unknownperson or a person that cannot be fourid not amena
section: ble to service of process.

%03.308 Proof of sighatures and status as holder in
due course. (1) In an action with respect to an instrument, the
Qlthenticity of, and authority to make, each signature on the
instrumentis admitted unless specifically deniedhe pleadings.
QF the validity of a signaturis denied in the pleadings, the burden
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(2) A person seeking enforcement of an instrument uswier (3) Subjectto sub(4), a claim is not dischged under sul{2)
(2) shall prove the terms of the instrument and the pessatit if any of the following applies:
to enforce the instrument. I that proof is magldP3.308applies  (a) The claimant, if an ganization, provethat all of the fol
to the casas if the person seeking enforcement had produced fbging conditions have been met:
instrument. The court may not enter judgment in favor of the per 1 ~ wjthin a reasonable time before the tendiee claimant
sonseeking enforcement unlesdiitds that the person requiredsent 5 conspicuous statement to the person against whom the
to pay theinstrument is adequately protected against 10ss thalim is asserted that communications concerning disputed debts,

might occur by reason of a claim by another person to enforce {hey,,ging an instrument tendered as full satisfaction of a debt,
instrument. Adequate protection may be provided by any reasogy pe sent to a designated persoficefor place.

ablemeans. . . L
History: 2. The instrumentr accompanying communication was not
y: 1995 a. 449 ] . .
receivedby that designated personficé or place.

403.310 Effect of instrument on obligation for which ~ (b) The claimant, whether or not arganization, proves that

taken. (1) Unless otherwise agreed, if a certified check, casWithin 90 days after payment of the instrument the claimant ten

ier's check or telleis check is taken for an obligation, the obligaderedrepayment of the amount of the instrumenthe person

tion is dischaged to the same extent thgischage would result againstwhom the claim is asserted. This paragraph does not apply

if an amount of money equal to the amount of the instrument wirthe claimant is an @anization that sent a statement complying

takenin payment of the obligation. Disclyar of the obligation Wwith par (a) 1.

doesnot afect any liability that the obligor may have as an (4) A claim is dischaged if the person against whom the claim

endorseof the instrument. is asserted proves that within a reasonable time before collection
(2) Unlessotherwise agreed and except as provided in su#f. the instrument was initiated the claimant, or an agent of the

(1), if a note oran uncertified check is taken for an obligation, thelaimanthaving direct responsibility with respect to the disputed

0b|igati0n is suspended to the same extent that the 0b|igati@.h|lgat|0n,knefw that the instrumemias tendered in full satisfac

would be dischaged if an amount of money equal to the amoufion of the claim.

of the instrument were taken, and the following rules apply: ~ History: 1995 a. 449

oblghtioncontinues ntl dishonor of he sheck of unts paid 103312 LOSL, destroved or stolen cashier's check,
g P teller’'s check or certified check. (1) In this section:

or certified. Payment or certification of the check results in dis . N o
chargeof the obligation to the extent of the amount of the check, () “Check” means a cashisrcheck, tellés check ocertified

(b) In the case of a note, suspension of the obligation continde
until dishonor of the note or until it is paid. Payment of the no{ﬁ
resultsin dischage of theobligation to the extent of the payment.

(c) Except aprovided in par(d), if the check or note is dishon
oredand the obligee of the obligation for which the instrume
wastaken is the person entitled to enforceittstrument, the obli
geemay enforce either the instrument or the obligation. Int
case of an instrumenf a 3rd person which is negotiated to th
obligeeby the obligordischage of the obligor on the instrument
alsodischages the obligation.

(d) If the person entitled to enforce the instrument taken for
obligationis a person other than the obligee, the obligee may RO
enforcethe obligation to the extent that the obligation is-susgg
pended. If the obligee is the person entitled to enforceiniseru
ment but no longer has possession of it because it was lost, stol
or destroyed, the obligation may not be enforced to the exten

eck.
S(b) “Claimant” means a person who claims the right to receive
eamount of a check that was lost, destroyed or stolen.

(c) “Declaration of loss’means a written statement, made
fnderpenalty ofperjury, to the efiect that the declarer lost posses
sion of a check, that the declarer is the drawer or payee of the
itheck,in the case of a certified check, or the remitter or payee of

echeck, in the case of a cashsezheck or tellés check, thathe
ossof possession was not the result of a transfer by the declarer
or a lawful seizure, and that the declarer cannot reasonably obtain
gssessiorof the check becaushe check was destroyed, its
ereaboutgannot be determinaat it is in the wrongful posses
nof an unknown person or of a person that cannot be found or
not amenable to service of process.

{f) “Obligatedbank” means the issuer of a casts@heck or
er's check or the acceptor of a certified check.

theamount payable on the instrument, am¢hat extent the obli ~ (2) (&) A claimant may assert a claim to the amount of a check
gee’srights against the obligor are limited to enforcement of t® & communication to the obligated bank describing the check
instrument. with reasonable certainty and requesting payment of the amount
(3) If an instrumenother than one described in s@.or(2)  ©f the check if all of the following apply: 3
is taken for an obligation, thefett is one of the following: 1. The claimant ishe drawer or payee of a certified check or
(a) That stated in suldl) if the instrument is one on which at€eémitter or payee of a casfiecheck or telles check.
bank is liable as maker or acceptor 2. The communication contains or is accompanied dgcia
(b) That stated in suk?) in any other case ration of loss of the claimant with respect to the check.
History: 1995 a. 449 3. The communicatiors received at a time and in a manner

affordingthe obligated bank a reasonable time tooadt before
403.311 Accord and satisfaction by use of instrument.  thecheck is paid.
(1) Subsectiong2)to(4) apply if a person against whom aclaim 4. The claimant provides reasonable identificatin
is asserted proves that all of the followiognditions have been requestedy the obligated bank.

met: (b) Delivery of a declaration of loss is a warranty of the truth
(@) That person in good faith tendered an instrument to tbethe statements made in the declaration of loss.

claimantas full satisfaction of the claim. (c) Ifaclaim is asserted in compliance wtitis subsection, the
(b) The amount of the claim was unliquidated or subject tdf@lowing rules apply:

bona fide dispute. 1. The claim becomes enforceable at the later of the time that
(c) The claimant obtained payment of the instrument. the claim is asserted, or the 90th day following the date of the

(2) Unlesssub.(3) applies, the clainis dischaged if the per  check,in the case of a cashigicheck or telles check, or the 90th
sonagainstvhom the claim is asserted proves that the instrumedty following the date of the acceptance, in the case of a certified
or an accompanying written communication contained a conspfieck.
uousstatement to the fefct that the instrument was tendered as 2. Until the claim becomes enforceable, it has no ledetef
full satisfaction of the claim. and the obligated bank may pay the checlkndhe case of a tell
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er's check, may permit the drawee to pay the check. Paymentheckif the signature is an authorized signature ofrémeesented
aperson entitled to enforce the check disgbamll liability of the person.

obligatedbank with respect to the check. History: 1995 a. 449

. . Sub. (3) does not shield a representative signer from claims of fraud in signing a
3. If the claim becomes enforceable beforecheck is Preé  corporatecheck. Howevereliance upon a bookkeepesigning of aheck on the

sentedfor payment, the obligated bank is not obliged to pay thetructionof a superiothat the corporation was solvent was not justifiable reliance
check thatwould sustain a claim of fraud. Korhumel Steel CorfWandler 229 Ws. 2d
: ) , 395,600 N.W2d 592(Ct. App. 1999).

4, Wher_1 the claim becomes enforceable, the obhgatec_;l bank
becomewbliged to pay the amount of the check to the claimagp3 403 Unauthorized signature. (1) Unless otherwise
if payment of the chedkas not been made to a person entitled {stovidedin this chapter or chl04, an unauthorized signature is
enforcethe check. Subject to 404.302 (1) (a)payment to the ineffective except as the signature of the unauthorized signer in
claimantdischages allliability of the obligated bank with respectfavor of a person who in good faith pays thetrument or takes
to the check. it for value. An unauthorized signature may be ratified for al pur

(3) If theobligated bank pays the amount of a check to a ¢laimosesof this chapter

antunder sub(2) (c) 4.and the check is presented for payment by (2) |f the signature of more than one person is required to
aperson having rights of a holder in due course, the claimantistitutethe authorized signature of arganization, the signa

obligedto refund the payment to the obligated bank if the cheglfre of the oganization is unauthorized if one tbie required sig
is paid orpay the amount of the check to the person having righigturess lacking.

of a holder in due course if the check is dishonored. (3) Thecivil or criminal liability of a person who makes an
(4) If a claimant hashe right to assert a claim under s@). ynauthorizedsignature is not &cted by anyprovision of this

andis also a person entitled to enforgecheck which is lost, chaptenwhich makes the unauthorized signatufeative for the
destroyecbr stolen, the claimant may assert rights with respectg@rposewf this chapter

the check either under this section 0463.309 History: 1995 a. 449
History: 1995 a. 449
403.404 Impostors; fictitious payees. (1) If an impostor
SUBCHAPTERIV by use of the mails or otherwise, induces the issuer of an-nstru
mentto issue the instrument to the impostorto a person acting
in concert with the impostpby impersonating the payee of the
instrumentor a person authorized to act for the payee, an endorse
) ) . . mentof the instrument by any person in the name of the payee is
403.401 Signature. (1) A person is not liable on anstru  effectiveas the endorsement of the payee in favor of a person who,

mentunless the person signed the instrument, or the person is j8Ryood faith, pays the instrument or takes it for value or for collec
resentedby an agent or representative wsigned the instrument tjon.

andthe signature is binding on the represented person under 3(2) If a person whose intedetermines to whom an instrument

403.402 ) is payable under €103.110 (1)or (2) does not intend the person
(2) A signature may be made manually or by means ofigentified as payee to have any interest in the instruroeiftthe

deviceor machine and may be made by the use of any narpgrsonidentified as payee of an instrument is a fictitious person,

including a trade or assumed name, or by a word, mark or symieé following rules apply until the instrument is negotiated by spe
executecbr adopted by a person with present intention to authertja] endorsement:

Cal-tlit?)r\;/\'milgggs.a 449 (&) Any person in possession of the instrument is its holder
' ' (b) An endorsement by any person in the name of the payee
403.402 Signature by representative. (1) If a person act statedin the instrument is &dctive as the endorsement of the
ing, or purporting to act, as a representasigns an instrument payeein favor of a person who, in good faith, pays the instrument
by signing either the name of the represented person or the n&mtakes it for value or for collection.
of the signerthe represented person is bound by the signature to(3) Undersub.(1) or(2), an endorsement is made in the name
the same extent that threpresented person would be bound if thef a payee if it is made in a name substantially sindahat of
signaturewere on a simpleontract. If the represented person ithe payee or if the instrument, whether or not endorsettpes
bound,the signature of the representative is the authorized-sigited in a depositary bank to an account in a name substastially
ture of the represented person and the represented person is ligdaeo that of the payee.
onthe instrument, whether or not identified in the instrument. (1) with respect to an instrument to which sgb) or (2)

(2) If arepresentative signs the name of the representativeyplies,if a person paying thiastrument or taking it for value or
aninstrument and the signature is an authorized signature of fbecollection failsto exercise ordinary care in paying or taking the
representegerson, the following rules apply: instrumentand that failuresubstantially contributes to loss result

(a) If the form of the signature shows unambiguously that tieg from payment of the instrument, the person bearing the loss
signatureis made on behatff the represented person who is idenmay recover from the person failing to exercise ordinary care to
tified in the instrument, the representative is not liable on titlee extent that the failure to exercise ordinary care contriboted
instrument. theloss.

(b) Subject to sub(3), if the form of the signature does not History: 1995 a. 449
showunambiguously that the signature is made in a representatj , -
capacityor the represented person is not identified in the instrfij\é%'405 Employer’s ~ responsibility  for fraudulent
ment, the representative is liable on finstrument to a holder in endorsement by employee. (1) In this section:
duecourse that took the instrument without notice thatéipee (@ “Employee” includes arindependent contractor and
sentativewas notintended to be liable on the instrumentitiw employeeof an independent contractor retained byetvgployer
respectto any other person, the representative is liable on the(b) “Fraudulent endorsement” means, in the casafstru
instrumentunless the representative proves that the original panentpayable to the employea foged endorsement purporting
tiesdid not intend the representative to be liable on the instrumentbe thatof the employer orin the case of an instrument with

(3) If a representative signs the name of the representativéegpecto which the employer ithe issuera foged endorsement
drawerof a check without indication of the representatitatus Purportingto be that of the person identified as payee.
andthe check is payable from an account of the represented per(c) 1. “Responsibility”with respect to instruments means
son whois identified on the check, the signer is not liable on theuthorityto do any of the following:

LIABILITY OF PARTIES
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a. Sign or endorse instruments on behalf of the employer (3) A payer bank or drawee paying a fraudulently altered

b. Process instruments received by the employer for-bodRstrumentor a person taking it for value, in gofzith and without

keepingpurposes, for deposit to an account or for other dispoBptice of the alteration, may enforce rights witkspect to the
tion. instrumentaccording tadts original terms, grin the case of an

incomplete instrument altered by unauthorized completion,
accordingto its terms as completed.
History: 1995 a. 449

c. Prepare or process instruments for igauttee name of the
employer.

d. Supply information determining the nanesaddresses of
payeesof instruments to be issued in the name of the employef03.408 Drawee not liable on unaccepted draft. A

e. Control the disposition of instruments toibsued in the checkor other draft does not of itself operate as an assignment of
nameof the employer fundsin the hands of the drawee available for its paymentthend

f. Act otherwise in a responsible capacity with respect draweeis notliable on the instrument until the drawee accepts it.
instruments. History: 1995 a. 449

2. “"Responsibility” doeshot include authority that merely 443 409 Acceptance of draft; certified check.
allows an employee to have access to instrumentslank or (1) «pcceptance’meanghe drawees signed agreement to pay a
incompleteinstrument forms that are being stored or transportégl)aft as presented. The acceptance shall be writtémeatraft and
or are part of incoming or outgoing mail, or similar access.  may consist of the drawessignature alone. Acceptance may be

(2) Forthe purpose of determinirige rights and liabilities of madeat any time and becomedesftive when notification pur
aperson who, in good faith, pays an instrument or takes it for vakugantto instructions is giveor the accepted draft is delivered for
or for collection, if an employer entrusted an employéth the purpose of giving rights on the acceptance to any person.

responsibilitywith respect to _the instrument and the employee or (2) A draft may be accepted although it has not been signed by
aperson acting in concert with the employee makes a frauduleii drawer is otherwise incomplete, is overdue or has been dis
endorsemendf the instrument, the endors_,ement fscetf_ve asthe honored.

endorsemenof the person to whom the instrument is payéle (3) |t 4 draft is payable at a fixed period after sight and the

it is made in the name of that person. If the person paigg 5cceptorfails to date the acceptance, the holder may complete the
instrumentor taking it for value or for collection fails to exercisgcceptancay supplying a date in good faith.

ordinarycare in paying or taking the instrumemtd that failure (4) “Certified check” means a check accepted by the bank on

subsbtant_lally::hc;ntnbutes tdoss resfultln?hfrom the f;a‘.JI.d' tTe PeT\vhichit is drawn. Acceptance may be made as stated ir{iub.
sonbearing theoss may recover irom the person tailing 1o exel, ,, 5 \yriting on the check which indicates that the check is certi
ciseordinary care to the extent that the failure to exercise ordin

buted 1o the | #&d. Thedrawee of a check has no obligation to certify the check,
carecontributed to the loss. _ _ andrefusal to certify is not dishonor of the check.
(3) Undersub.(2), an endorsement is made in the name of thenistory: 1995 a. 449

personto whom an instrument is payable if the endorsement is

madein a name substantially similay the name of that person 0r403.410 Acceptance varying draft. (1) If the terms ofa

if the instrument, whether or not endorsed, is deposited in & deplsawee’sacceptance vary from the terms of the draft as presented,

itary bank to an account in a name substantially similar to ttiee holdemayrefuse the acceptance and treat the draft as dishon

nameof that person. ored. In that case, the drawee may cancel the acceptance.
History: 1995 a. 449 (2) Theterms of a draft are not varied by an acceptance to pay

] o ) ata particular bank or place in the United States, unless the-accept
403.406 Negligence contributing to forged signature ancestates that the draft is to be paid only at that bank or place.
or alteration of instrument. (1) A person whose failure to(3) |t the holder assents to anceptance varying the terms of

exerciseordinarycare substantially contributes to an alteration ¢f 4raft. the obligation of each drawend endorser that does not
aninstrument or to the making offarged signature on an instru expreéslyassent to the acceptance is disghdr

mentis precluded from asserting the alteration or fibrgery History: 1995 a. 449

againsta person who, in good faith, pays the instrumenakes

it for value or for collection. 403.411 Refusal to pay cashier's checks, teller’s
(2) Undersub.(1), if the person asserting the preclusion failshecks and certified checks. (1) In this section;obligated

to exercise ordinary catie paying or taking the instrument andbank” means the acceptor of a certified checkhe issuer of a

that failure substantiallgontributes to loss, the loss is allocategashier'scheck or telleils check bought from the issuer

betweerthe person precluded and the perasserting the preclu (2) If the obligated bank wrongfully refusesday a cashiés

sionaccording to the extent which the failure of each to exercisecheckor certifiedcheck, wrongfully stops payment of a telier

ordinarycare contributed to the loss. checkor wrongfully refuses to pay a dishonored t&ll@heckthe

(3) Undersub.(1), the burden of proving failure to exerciseP€rsonasserting the right tenforce the check is entitled to com
ordinarycare is on the person asserting the preclusion. Under gi@j1satiorfor expenses and lossiaterest resulting from the nen

(2), the burderof proving failure to exercise ordinary care is off@ymentand may recover consequential damages if the obligated
the person precluded. bankrefuses to pay afteeceiving notice of particular circum

History: 1995 a. 449 stancegiving rise to the damages.
(3) Expenser consequential damages under $Rpare not
403.407 Alteration. (1) “Alteration” means an unauthorizedrecoverableif the refusal of the obligated bank to pay occurs
changein an instrument that purports to modify in any respect tiiecausef any of the following:
obligationof a party or an unauthorized addition of words ornum (a) The bank suspends payments.

bersor other change to @ncomplete instrument relating to the (b) The obligated bank asserts a claim or defense of the obli
obligationof a party gatedbank that it has reasonalgeounds to believe is available
(2) Exceptas provided in sul{3), an alteration fraudulently againstthe person entitled to enforce the instrument, including a
madedischages a party whose obligation ieafted by the alter claim or defense that arises from accepting, in good faith ane exer
ation unless that party assents or is precluded from asserting ¢fgng ordinary care, an instrument as payment for a cashier
alteration. No other alteration dischgers a partyand the instru  checkor tellers check, where the instrumexticepted as payment
ment may be enforced according to its original terms. for the cashiés check or tellés check wasand the obligated
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bankwas without notice thahe instrument was, stolen, fad, (7) A person who issues a check or other draft that is net hon
drawnon a fictitious account, drawn on an account with ifitsuf ored upon presentmentecause the drawer does not have an
cientfunds, or otherwise fraudulent or worthless. accountwith the drawee or because the drawer dothave suf

(C) The Ob“gated bank has a reasonable doubt as to Wheﬂl’fé?nt funds in his or her account or Baient credit with the

the person demandingayment is the person entitled to enforcflraweeis liable for all reasonable costs and expenses in connec
theinstrument. tion with the collection of the amount for which the checklraft

: f waswritten, except recovery is not permitted under this section if
H(igtlrf%g;eanag prohibited by law aperson licensed under138.090r any other person collected or
’ ' could have collected a chge for thatcheck or other draft under
s.422.202 (1) (dpr (2m).

403.412 Obligation of issuer of note or cashier’s History: 1095 a, 4491997 a. 331

check. The issuer of a note or cashgecheck or other draft
drawnon the drawer is obliged to pay the instrument according
its terms at the time that it was issuedlibnot issued, at the time (5) and to s.403.419 (4) if an instrument is dishonored, an
thatit first came into possession of a holderitihe issuer signed oo seris obliged to pay th@mount due on the instrument
anincomplete instrument, according to its terms when COrmjlen?aq:‘cordingto the terms of the instrument at the time that it was

to the extent stated in s¢03.115and403.407 The obligation is endorsedor if the endorser endorsed an incomplete instrument,

owed to a person entitledo enforce the instrument or to ar‘accordingto its terms when completed, to the extent stated in ss.

enH‘ij?rrS?“’i’g‘;; paﬂ‘ldgthe instrument under4€13.415 403.115and403.407 The obligation of the endorser is owed to
story: & a person entitled t@nforce the instrument or to a subsequent

403.413 Obligation of acceptor. (1) The acceptor of a endorsemwho paid the instrument ulnder '[hIS“ sgctlon. )
draftis obliged to pay the draft according to its terms at the time (2) If an endorsement states thas made “without recourse
thatit was accepted, even though the acceptance states thaﬁf herwise disclaims liability of the endorsiae endorser is not
draftis payable “as originally drawrsr equivalent terms, if the lable under sub(1) to pay the instrument. . .
acceptancearies the terms of the draft, according to the terms of (3) If notice of dishonor of an instrument is required by s.
thedraft as varied, or if the acceptance is of a draft that is aninco#R3.503and notice of dishonor complying with that sectionds
pleteinstrument, according to its terms whesmpleted, to the givento an endorsethe liability of the endorser under syb) is
extentstated in s$403.115and403.407 The obligation is owed discharged.

to a persorentitled to enforce the draft or to the drawer or an (4) If a draft is accepted by a bank after an endorsement is
endorsemwho paid the draft under 403.4140r 403.415 made,the liability of the endorser under silb) is dischaged.

(2) If the certification of a check or other acceptance of a draft (5) If an endorser of a check is liable under gipand the
statesthe amount certified or accepted, the obligationthef checkis notpresented for payment, or given to a depositary bank
acceptoiis thatamount. If the certification or acceptance does ntar collection, within 30 days after the day on which the endorse
statean amount, the amount of the instrument is subsequentigntwas made, the liability of the endorser under §Lipis dis
raised,and the instrument is then negotiated to a holder in dolarged.
course the obligation of the acceptor is the amount of the instru History: 1995 a. 449

mentat the time that it was taken by the holder in due course. )
History: 1995 a. 449 403.416 Transfer warranties. (1) A person who transfers

aninstrument for consideration warrants to the transferee and, if
403.414 Obligation of drawer. (1) This section does not the transfer is by endorsementaioy subsequent transferee that
applyto cashiets checks or other drafts drawn on the drawer all of the following apply:

(2) If an unaccepted draft is dishonored, the drawehliged (a) The warrantor is a person entitlecettforce the instrument.

to pay the draft according to its terms at the time that it was issuedb) All signatureson the instrument are authentic and autho
or, if not issued, at the time that it first came iptmssession of a rized.
holder,or if the drawer signed an incomplete instrument, aecord (c) The instrument has not been altered.
ing to its terms when completed, to #adent stated in s403.115 (d) The instrument is not subject to a defense or claim in

and 403.407 The obligation is owed to a person entitled tp, bf hich b ted inst th
enforcethe draft or to an endorser who paid the draft under &)ﬁoupmen any party which can be asserted against the warran

403.415 . - (e) The warrantor has nknowledge of any insolvency pro
(3) If adraft is accepteby a bank, the drawer is dischad,  ceedingcommenced with respect to the maker or accepian or
regardless of when or by whom acceptance was obtained.  inecase of an unaccepted draft, the drawer
(4) If a draft is accepted and the acceonot a bank, the 2y A person to whom the warranties under lpare made
obligationof the .drawer to pay the draf_t if t_he draft is dishonoreghqwho took the instrument in goddith may recover from the
by the acceptor is the same as the obligation of an endorser URglgiantorasdamages for breach of warranty an amount equal to
s.403.415 (1)and(3). N _ the loss suflered as a result of the breach, but not more than the
(5) If adraft states that it is drawn “without recourse” or etheamount of the instrument plus expenses and loss of interest
yvisedisclaims liability of the drawer to pay the drgft, the drawencurredas a result of the breach.
is not liable under sutf2) to pay the draft if the draft is not a check. (3) The warranties stated in sufl) may not be disclaimed
A disclaimer of the liability stated in suf2) is not efective if the  with respect to checks. Unless notiée claim for breach of war
draftis a check. rantyis given to the warrantor within 30 days after the claimant
(6) If acheck is not presented for paymangiven to a deposi hasreason to know of the breach and the identity of the warrantor
tary bank for collection within 30 days after its date, dnawee the liability of the warrantounder sub(2) is dischaged to the
suspendpayments after expiratiosf the 30—~day period without extentof any loss caused by the delay in giving notice of the claim.
payingthe check, and because of the suspension of payments, the}) A cause of action for breach of warranty under this section

draweris deprived ofunds maintained with the drawee to covesccruesvhen the claimant has reason to know of the breach.
paymentof the check, the drawep the extent deprived @inds, History: 1995 a. 449

may dischage itsobligation to pay the check by assigning to the
personentitled to enforce the check the rights of the drawet03.417 Presentment warranties. (1) If an unaccepted
againstthe drawee with respect to the funds. draftis presented to thdrawee for payment or acceptance and the

483.415 Obligation of endorser. (1) Subject to subg2) to
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draweepays or accepts the draft, the person obtaining paymnenthe person to whom or for whose benefit payment was made or

acceptanceat the time of presentment, aagrevious transferor in the case of acceptance, may revoke the acceptance.

of the draft, at the time of transfevarrant to the drawee making (3) The remediesprovided by sub(1) or (2) may not be

paymentor accepting the draft in good faith that all of the folowassertedagainst a person who took the instrument in good faith

ing apply: andfor value or who irgood faith changed position in reliance on
(a) The warrantor is, or was at the time that the warrantor tratise payment or acceptance. This subsection does not limit reme

ferredthe draft, a person entitled to enforce the draft or authorizéigs provided by s403.4170r 404.407

to obtain payment or acceptance of the draft on behalf of a person4) Notwithstandings. 404.215 if an instrument is paid or

entitledto enforce the draft. acceptechy mistakeand the payer or acceptor recovers payment
(b) The draft has not been altered. or revokes acceptance under si.or (2), the instrument is cen
(c) The warrantor has no knowledge that the signature of gigered not to have been paidaccepted and is treated as dishon
drawer of the draft is unauthorized. ored,and the person from whom payment is recovered has rights

(2) A drawee making payment may recofrem any warran 252 person entitled to enforce the dishonored instrument.
tor damages for breach of warranty equal to the amountiyaid History: 1995a.449
the drawee less the amount that the drawee received or is enti 8%1 419 Inst t . d f dati
to receive fromthe drawer because of the payment. In additioft " . nstruments S|%nfe Ior .accofmragﬂ 8}.'0?'
the drawee is entitied to compensation for expenses and los¢ gf ! an instrument is issued for value given for bieaefit of a
interestresulting from the breach. The right of the drawee rtyto the instrument'accommodated party”) and another party

recoverdamages under thisibsection is not ffcted by any fail 10 the instrument (*faccommodation party”) signs the instrument
ure of the drawee to exercise ordinary care in maiiagment. [0F. the purpose of incurring liability othe instrument without

If the drawee accepts the draiteach of warranty is a defense tg*€inga direct beneficiary of the value given for the instrument, the
the obligation of the acceptoitf the acceptor makes paymevith ~ nstruments signed by the accommodation party “for accornmo
respectio thedraft, the acceptor is entitled to recover from angation™

warrantorfor breach of warranty the amounts stated in this sub (2) An accommodation party may sign the instrument as
section. maker,drawer acceptor or endorser and, subject to $d.is

(3) If a drawee asserts a claim for breach of warranty undi/i9edto paythe instrument in the capacity in which the aceom
sub.(1) basecbn an unauthorized endorsement of the draft or AfPdationparty signs. The obligation of an accommodation party
alterationof the draft, the warrantanay defend by proving that May be enforced notwithstanding any statute of frauds and
the endorsement is fefctive under s403.4040r 403.4050r the Whetheror not the accommodation party receives consideration
draweris precluded under ¢03.4060r 404.406from asserting 0T the accommodation.

againstthe drawee the unauthorized endorsement or alteration. (3) A person signing an instrument is presuntecbe an

(4) If a dishonored draft is presented for payment to the drav@&commodatiorparty and there isotice that the instrument is
gigned for accommodation if the signature is an anomalous

or an endorser or any othmistrument is presented for paymen . . A hat th
to a party obliged to pay the instrument and payment is receivfjdorsemenor is accompanied by words indicating that the
signeris acting as surety or guarantor with respect totiiga

thefollowing rules apply: ion of another party to the instrument. Except as provided in s
(a) The person obtaining payment and a prior transferor of th83.605 the obligation of an accommodation party to pay the

'tﬂsattr#]ng%\r/‘zg’rvrgrr:%nrti;o é?%vggrzmaék{inrgep%é??hné \',Ca??aon(gi'ttrg@strumenﬁs not afected by the fact that the person enforcing the
ferredthe instrument, a person entitled to enforce the instrum Ilgt?]gct)ntggd ;C%tgcrﬁr\ggg gtitc?r? m::trun;(ieng gyja?ht:kﬁlr;?ﬁrg;t
or authorized to obtain payment on behalf of a person entitle party sig

: accommodation.
enforcethe instrument.

. j (4) If the signature of a party to an instrument is accompanied
t or(f?))r &gzgﬁ [)Sﬂc\)/gr?;ilt(;/ngnpgr);]ngﬁm Qﬁgfg the a;%%mag;?g pILE% words indicating unambiguously that the party is guaranteeing
llectionrather than payment of the obligatiohanother party

expensesnd loss of interest resulting from the breach. to the instrument, the signer is obliged to pay the amount due on

(5) Thewarranties stated in sulf&) and(4) may not be dis  theinstrument to a person entitled to enforce the instruogt
claimedwith respect to checks. Unless notice of a cléom any of the following occurs:

breachof warranty is given to the warrantor within 30 days after : ; :
the claimant has reason to know of the breach and the identityrg u?)negﬁﬁg;:;ggegf judgment against the other party has been
the warrantor the liability of the warrantoander sub(2) or (4) o . ) .

is dischaged to the extent of any loss caused by the delay in giving(P) The other party is insolvent or in an insolvency proceeding.
noticeof the claim. (c) The other party cannot be served with process.

(6) A cause of action for breach of warranty under this section (d) It is otherwise apparent that payment cannot be obtained
accrueswhen the claimant has reason to know of the breach. from the other party
History: 1995 a. 449 (5) An accommodation party who pays the instrument is
. entitled to reimbursement from the accommodated party and is
403.418 Payment or acceptance by mistake. (1) Except entitled to enforce the instrument against the accommodated
asprovided in sub(3), if the drawee of a draft pays or accepts thgarty. An accommodated party who pays the instrument has no

draftand thedrawee acted on the mistaken belief that payment@jnt of recourse against, and is not entitled to contribtftiom,
the draft had not been stopped pursuant #0g.403or that the an accommodation party

signatureof the drawerof the draft was authorized, the drawee pistory: 1995 a. 449

may recover the amount of the draft from the person to waom

for whose benefit payment was madgithe case of acceptance403.420 Conversion of instrument. (1) The lawapplica

may revoke the acceptance. Rights of the drawee under this sie to conversion of personal property applies to instrumefts.

sectionare not dected by failure othe drawee to exercise ordi instruments also converted if it is taken by transfether than a

nary care in paying or accepting the draft. negotiation from a person not entitled to enforce the instrument
(2) Exceptas provided in sulf3), if an instrument has beenor a bank makes or obtains payment with respect tm#teiment

paid or accepted by mistake and the case is not covered it subfor a person not entitled to enforce the instrument or receive pay

the person paying or accepting mé&y the extent permitted lilge  ment. An action for conversion of an instrument may not be

law governing mistake and restitution, recover the payment frdsnoughtby the issuer or acceptor of the instrumertya payee
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or endorsee who did not receive deliventtod instrument either  (2) Dishonorof an unaccepted draft other than a documentary
directly or through delivery to an agent or a copayee. draftis governed by the following rules:

(2) In an action under sufil), the measure of liability is pre (a) If a check is duly presented for payment to the payer bank
sumedto be theamount payable on the instrument, but recovetherwisethan for immediate payment over the courtex check
may not exceed the amount of the plaingfinterest in the instru is dishonored if the payer bank makes timely return ottreck
ment. or sends timely notice of dishonor or nonpayment under s.

(3) A representative, other than a depositary bank, who hagp#.3010r404.302 or becomes accountable for the amount of the
goodfaith dealt with an instrument or its proceeds on behalhef checkunder s404.302
who was not the person entitled to enforce the instrumemttis  (b) If a draft is payable on demand and f@rdoes not apply
liable in conversion to that person beyond the amount of any pthe draft is dishonored if presentment for paymisrduly made
ceedsthat it has not paid out. to the drawee and the draft is not paid on the day of presentment.

History: 1995 a. 449 (c) If a draft is payablen a date stated in the draft, the draft
is dishonoredif presentment for payment is duly made to the

SUBCHAPTERV draweeand payment is not made on the day on which the draft
becomegpayable or the day of presentment, whichever is, later
DISHONOR if presentmenfor acceptance is duly made before the day on

which the draft becomes payable and the draft is not accepted on
the day of presentment.

(d) If a draft is payable on elapse of a period of time after sight
or acceptance, the draft is dishonored if presentment for accept

to do any of the following: A .
(a) Pay the instrument made to the drawee jparty obliged ggﬁterﬁe%l:_ly madeand the draft is not accepted on the day of pre

fbfeagttgigﬁm{g?&%gm? case of a note or accepted draft pay (3) Dishonor of an unaccepted documentary draftcurs

accordingto the rules stated in su2) (b)to (d), except that pay
(b) Accepta c_iraft made to the _drawee. mentor acceptance may be delayed without dishonor until no later
(2) Thefollowing rules are subject to ch04, agreement of hanthe close of the 3rd business day of the drawee following the
the parties, and clearinghouse rules and the like: day on which payment or acceptance is required by those para
(a) Presentment may be made at plece of payment of the graphs.

instrumentand shall be made at the place of payment if the instru (4 pishonorof an accepted draft is governed by the following
mentis payable at a bank in the United States; may be made by gjj¥s:

commercially reasonable means, including an oral, written or . -
electronicco%munication' is ééctive when t%e demand fpay (@) If the draft is payable on demand, the draft is dishonored
y resentment for payment is duly made to the acceptor and the

mentor acceptance is received by the person to whom presé(hg

mentis made; and is fefctive if made to any one of 2 or more mak ftis not paid Qn the day of presentment. L
ers,acceptors, drawees or other payers. (b) If the draft is nopayable on demand, the draft is dishonored

Qpresentment for payment is duly made to the acceptor and pay

(b) Upon demand of the person to whom presentment is mai ; S
the person making presentment shall do all of the following: %e’ntls not made on the dayn which it becomes payable or the
day of presentment, whichever is later

L E.Xh'b't the |nstru_m ent_._ . . . (5) In any casén which presentment is otherwise required for

2. Give reasonable identification and, if presentment is mag@nsnorunder this section and presentment is excused under s.
on behalf of another person, reasonable evidence of authority;{9; 504 gishonor occurs without presentment if the instrument is
do so. not duly accepted or paid.

3. dSI?tﬂ a_re(;eipt OntFPfe :Instrumen;[ for ané/ payment made Org) i 5 graft is dishonored because timely acceptance of the
surrenderhe instrument It full payment IS made. draftwas not made and the person entitled to deraandptance

(c) Without dishonoring the instrument, the party to whom preonsentdo a late acceptance, from the time of acceptance the draft
sentment is made may return the instrument for lack of a necesgafyeated as never having been dishonored.

endorsemenor refusepayment or acceptance for failure of the nistory: 1995 a. 449
presentmento comply with the terms of the instrument, an agree
mentof the parties or other applicable law or rule. 403.503 Notice of dishonor. (1) The obligation of an
(d) The party to whom presentment is made may treat presemtdorserstated in s403.415 (1)andthe obligation of a drawer
mentas occurring on the next business dégr the day of pre statedin s.403.414 (4)may not be enforced unless the endorser
sentmentif the party to whom presentment is made has estalr drawer is given notice afishonor of the instrument complying
lished a cutof hour not earliethan 2 p.m. for the receipt andwith this section or notice of dishonor is excused undéd3.504
processingof instruments presented for payment or acceptan.
andpresentment is made after the ctitafur. (2) Notice of dishonor may be given by any person; rbay
History: 1995 a. 449 givenby any commercially reasonable means, includingrah
. . . written or electronic communication; aiglsuficient if it reason
?o?%vsvionzg rLIﬁlesShonor. (1) Dishonor of a note is governed the ablyidentifies the instrument and inqicates that the instrument has
: bheendishonoredbr has not been paid or accepted. Return of an

(a) If the noteis payable on demand, the note is dishonored;fstrumentgiven to a bank for collection is §igfent notice ofdis
presentmenis duly made to the maker and the note is not paid ggnor.

the day of present_ment. . (3) Subjectto s.403.504 (3) with respect to an instrument

(b) If the note is not payable on demand and is payable atSkenfor collection by a collecting bank, notice of dishonor shall
through a bank or the terms of the note require presentment, 3B@iven by the bank before midnight of the next banking day fol
noteis dishonored if presentment is duly made and the note is pRfing the banking day on which the bank receives notice of dis
paidon the day on which it becomes payable or the day of presg{¥norof the instrument or by any other person within 30 days fol
ment,whichever is later lowing the day on which the person receives notice of dishonor

(c) If the note is not payable on demand and(padoes not With respect to angther instrument, notice of dishonor shall be
apply,the note is dishonored if it is not paid on the day on whigjivenwithin 30 days following the day on which dishonor occurs.
it becomes payable. History: 1995 a. 449

403.501 Presentment. (1) “Presentment” meansdemand
madeby or on behalf of a pers@mtitled to enforce an instrument
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403.504 Excused presentment and notice of dishonor. (2) Theobligation of a party to pathe instrument is not dis

(1) Presentmentor payment or acceptance of an instrument ishargedunder sub(1) if any of the following applies:

excusedf any of the following conditions exists: (a) A claim to the instrument under403.306is enforceable
(a) The person entitled to present the instrument cannot wéthainstthe partyreceiving payment and payment is made with

reasonable diligence make presentment. knowledgeby the payer thgtayment is prohibited by injunction
(b) The maker or acceptor has repudiatedisligation to pay ©r similar process of a court of competent jurisdictionjrothe

theinstrument or is dead or in insolvency proceedings. caseof an instrument other than a cashsarheck, tellés check

gx certified check, the partyaking payment accepted, from the
sary to enforce the obligation of endorsers or the drawer personhaving a claim to the instrument, indemnity against loss

(d) The drawer or endorser whose obligation is being enforop??@ultmgfrom refusal to pay the person entitled to enforce the

haswaived presentment or otherwise has no re&s@xpect or trument. . . .
right to require that the instrument be paid or accepted. (b) The person making payment knows that the instrument is

. tolen instrument and pays a person with knowledge that the per
(e) The drawer instructed the drawee not to pay or accept it d :
draft or the drawee was not obligated to the drawpatothe draft. Is in wrongful possession of the instrument.

History: 1995 a. 449
(2) Notice of dishonor is excused if, by the terofghe instru Y
ment, notice of dishonor is not necessargnforce the obligation 403.603 Tender of payment. (1) If tender of payment of an
of a party to pay the instrument or if the party whose obligation@ligationto payan instrument is made to a person entitled to
beingenforcedwaived notice of dishonorA waiver of preseat enforcetheinstrument, the &fct of tender is governed by prin
mentis also a waiver of notice of dishonor ciplesof law applicable to tender of payment under a simple con

(3) Delayin giving notice of dishonor is excused if the delajfact- o .
was caused by circumstances beyond the control of the persor(2) If tender of payment of an obligation to pay an instrument
giving the notice and the person giving the notice exercised ré&made to a person entitled to enforce the instrument and the ten
sonablediligence after the cause of the delay ceased to opera@gris refused, there is discigay, to the exterdf the amount of the
History: 1995 a. 449 tender,of the obligation of an endorser accommodation party
havinga right of recourswith respect to the obligation to which
403.505 Evidence of dishonor. (1) The following are thetender relates.

admissibleas evidence and creatgoresumption of dishonor and  (3) f tender of payment of an amount due on an instrument is

(c) By the terms of the instrument, presentment is not nec

of any notice of dishonor stated: o ~ madeto a person entitled to enforce the instrument, the obligation
(@) A document regular in form as provided in s@@.which  of the obligor to pay interest after the due date on the amount ten
purportsto be a protest. deredis dischaged. If presentment is required with respect to an

(b) A purported stamp or writing of the drawee, payer bank mstrumentand the obligor is able and ready to pay on the due date
presentingbank on ormaccompanying the instrument stating thaat every place of payment stated in the instrument, the obligor is
acceptancer payment has been refused unless reasons for doasideredo have made tender of payment on thedhte to the
refusalare stated and the reasons are not consistent with dishopersonentitled to enforce the instrument.

(c) A book or record of the drawee, payer bank or collectingHistory: 1995 a. 449
bankkept in the usual course of business which shows dishongis goa Discharge by cancellation or renunciation.

evenif there is no evidence of who made the entry é:g A person entitled to enforce an instrument, with or without

(2) A protest is a certificate of dishonor made by a U.S. congiginsiderationmay dischage the obligation of a party to pay the
or vice consul, or a notary publar other person authorized tojnstrument by doing any of the following:
administeroaths by the law of the place where dishonor occurs. (8) An intentional voluntary act, such as surrendethef

A protest may be made upon information satisfactory to that pefsirumentto the partydestruction, mutilation or cancellation of
son. The protest shall identify the instrument and certify eithehe instrument, cancellation or strikirit of the partg signature
that presentment has been madgifonot made, the reason Whygrbthe addition of words to the instrument indicating disgbar

it was not made, and that the instrument has been dishonore : : L :
nonacceptancer nonpayment. The protest may also certify th?ltn eég;r?yg@e;ngi gr?ééovir?t?ngr otherwise renouncing rights against

notice of dishonor has been given to some or all parties. X o
History: 1995 a. 449 g P (2) Cancellationor striking out of arendorsement pursuant to

sub.(1) (a)does not déct the status and rights of a patigrived
from the endorsement.
SUBCHAPTERVI History: 1995 a. 449

DISCHARGE AND RYMENT 403.605 Discharge of endorsers and accommodation
parties. (1) In this section, “endorser” includes a drawuexing
the obligation described in 403.414 (4)

(2) Dischargeunder s403.604 of the obligation of a party to
payan instrument does not discharthe obligation of an endorser
or accommodation party having a right of recourse against the dis
chargedparty

(3) If a person entitled to enforce an instrument agreis,
H%without consideration, to an extension of the due date of the
obligation of a party to pay the instrument, the extension dis
chargesan endorser or accommodatiparty having a right of
recourseagainst the party whose obligation is extended to the
403.602 Payment. (1) Subject to sub(2), an instrument is extentt_hat the endorser @ccommodation party proves that the
paidto the extent that payment is made by or on behalf of a paggtensioncaused loss to the endorseraccommodation party
obligedto pay the instrument and to a person entitled to enforeéh respect to the right of recourse.
theinstrument. ® the extent of the payment, the obligation of the (4) If a person entitled to enforce an instrument agreigs,
party obligedto pay the instrument is discgad even though pay or without consideration, to material modification of the obliga
mentis made with knowledge of a claim to the instrument und#on of a party other than an extension of the due datentiutfi-
s.403.306by another person. cationdischages the obligation of an endorser or accommodation

403.601 Discharge and effect of discharge. (1) The
obligationof a party to pay the instrument is discfet as stated
in this chapter or by an act or agreement with the party whi
would dischage an obligation to pay money under a singae
tract.

(2) Dischargeof the obligation ofa party is not ééctive
againsta person acquiring rights of a holder in due course of t
instrument without notice of the discher

History: 1995 a. 449
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party having a right of recoursggainst the person whose obligainto account rights of contribution, if impairment had not
tion is modified to the extent that the modification causes lossdocurred. If the party asserting discligr is an accommodation
the endorser or accommodation party with respect to the rightpairty not entitled to dischge under sul(5), theparty is consid
recourse. The loss stiéred by the endorser or accommodatiorredto have a righto contribution based on joint and several
partyas a result of the modification is equal to #imeount of the liability rather than a right to reimbursement. The burden of prov
right of recourse unless the person enforcing itistrument ing impairment is on the party asserting disgear

provesthat no loss was caused by the modificatiothat the loss (7) Under sub.(5) or (6), impairing value of an interest in
causedby the modification was an amount lesan the amount collateralincludes all of the following:

of the right of recourse. (a) Failure toobtain or maintain perfection or recordation of

(5) If the obligation of a party to pay arstrument is secured theinterest in collateral.
by an interest in collateral and a person entitled to enforce the(b) Releaseof collateral without substitution of collateral of
instrumentimpairs the value of the interest in collateral, thequalvalue.
obligationof an endorser aaiccommodation party having a right  (c) Failure toperform a duty to preserve the value of collateral
of recourse against the obligor is disget to the extent of the gwed,under ch409or other lawto a debtor or surety or other per
impairment. The value of an interest in collateral is impaired tgonsecondarily liable.
the extent thathe value of the interest is reduced to an amount less(q) Fajlure to comply with applicable law in disposing of
thanthe amount of the right of recourse of the party asserting dig)||ateral.
charge,or_to the extent that the reduction in vabfd¢he inter_est (8) An accommodation party is not disched under sut{3),
causesan increase in the amount by whible amount of the right 4)"q (5) unlessthe person entitled to enforce the instrument
of recourse exceeds the value of the interest. blingen of prov  nows of the accommodatioar has notice under 403.419 (3)

Ing impairment ISon the party ass.ertlng disglear . _thatthe instrument was signed for accommodation.

(6) If the obligation of gparty is secured by an interest in (9) A party is notdischaged under this section if the party
collateralnot providedby an accommodation party and a persogsserting dischge consents to the event or conduct that is the
entitledto enforce the instrument impairs the value of the interegisisof the dischage or if the instrument or a separate agreement
in collateral, the obligation of any party who is jointly and sevepf the party provides for waiver of dischg under this section
ally liable with respect to the secured obligatieuischaged to  eitherspecifically or by general language indicating thatties
the extent that the impairment causes the party asserting dischataive defenses based on suretyship or impairment of collateral.
to pay more than that party would have been obliged tdgddsg History: 1995 a. 449
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